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they cannot be depended upon to give to its affairs that care and attention
necessary to protect its security holders and creditors.
8.  Lack of substantial investment may turn the attention of those in
control to the possibilities of milking the earnings of the corporation through
high salaries and bonuses.
9.  Personal interests of the directors and officers are not always consistent
with the interests of stockholders and creditors.   For example, if the former
are short sellers of the corporation's stock, they may wish its price to decline.
This wish may be translated into reality through their own acts.
10.  Interlocking directorates permit abuses in the control of corporations.
Minority or even majority interests may be defeated by intercorporate
control of policies in the interests of other corporations.
11.  Not all administrative abuses are violations of expected legal prac-
tices.   Corporate charters are so framed at times that they supply immunity
baths for directors and officers.   In other words, the charters themselves
permit practices that seem quite foreign to either good morals or decent
business ethics.   Under the guise of freedom of contract, charters give
directors the right to dilute equities by various means and to use their official
connection with the corporation to further their personal interests.
12.  Stockholders, who scarcely know the meaning of the terms used, are
induced to waive certain rights, such as the preemptive right to subscribe to
new issues of stock.   This waiver may be written into the charter or may be
contained in a separate contract.
13.  Directors and officers usually have at their beck and call the best
legal talent to advise them and to protect their interests.   The expense is
borne by the corporation.   Objectors to the management policies usually
must pay for their own legal advice and services.
14.  Whether sanctioned by law or not, corporate managements may
authorize manipulation of the books of account so that only those who
possess the key can unlock then* secrets.   Not all manipulation is under-
taken with fraudulent intent.   Such practices give insiders tremendous
advantages.
15.  Meantime, the poorly defined legal rights of stockholders to inspect
books and records are further nullified by obstructive tactics of unfair
managements.  Although not completely able to defeat the rights of stock-
holders, managements may discourage attempts to inspect books and
virtually nullify the legal rights.
16.  When so inclined, those in control of corporate affairs may commit
frauds which may never be detected by injured parties.   Covering up is
made easy and detection difficult by various administrative abuses which,
per se, may not be illegal.   A preliminary report of the commission appointed
to investigate the affairs of Kreuger and Toll Co. indicated that "under the
personal direction of the late Mr. Kreuger" assets were inflated, liabilities